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Retirement 35 3.5 0.4 5 0.4 2 0.2
Tota1 415 40.7 2 21 6 10 ・1
Acquisition 42 4ユ 0.2 10 0.6 2 0.6
Maintenance 12 L2 0 0.2 0.06 0,007 0.02Consumptive
Cost Depreciation 164 16.1 0,006 7 0.9 0.8 0.5
Total 218 2L4 0.2 17 2 3 1
Investment 26 2.6 21 5
Allowance 203 19.9 0.Ol 28 52 ll 2
Transfer
Cost
Broughtout 2 0.2 0 0 0 0
Subsidies 86 8.4 0 5 10 3 0
Total 317 31.1 0.Ol 33 83 19 2
Restoration 8 0.8
DeptService 59 5.8
Others Discharge 2 0.2 0 0.0002 0 0.3 0.4
UnpaidTaxes 1 0.1
Total 70 6.9 0 0.0002 0 0.3 0.4
AdministrativeCosta1,020 3 71 90 32 5
Ratio(%) 0.2 6.9 88 3.2 0.5.
RevenueItem
1Feesb 73 0,004 22 3 2 0.09
b/a 7.2 0.1 31.1 3.7 4.8 1.7
2Grantsc 168
層
7 25 5 10
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Table2一]TheAdministrativeCostStatementofIwatePrefectureforFY2000(100millionyen)













1.Assembly 15 0 0 0 14
2GeneralAdministration
・
594 0 26 .47 520
3SocialWelfare 506 0 14 0 491
4Sanitation 247 0 45 0 202
5LaborAdministration 36 0 3 0 33
6Agriculture,Forestry,Fisheries1,617 17 305 33 1,26(
①Agriculture 313 0 73 33 206
②DairyingandCattle-Breeding93. 0 15 0 77
③FarmLand 701 0 14 0 686
④Forestry 295 17 56 0 221
⑤Fisheries 213 0 145 0 67
7CommerceandManufacturing 768 1 676 0 89
8PublicWorks 1,579 33 984 0 561
①AdministrativeCost 106 33 42 0 31
②RoadsandBridges 817 0 515 0 302
③Coasts 442 0 360・ 0 82
④Ports 60 0 33 0 26
⑤CityPlanning 118 0 16 0 101
⑥Housing 32 0 15 0 16
9Police 326 0 16 17 293
10Education 1,867 0 133 122 1,611
①AdministrativeCost 178 0 6 122 48
②ElementarySchool 555 0 0 0 555
③JuniorHighSchool 318 0 0 0 318
④HighSchoo1 463 0 28 0 434
⑤SchoolfortheHandicapped 109 0 4 0 104
⑥SocialEducation 97 0 90 0 6
⑦SportsandHealth 22 0 0 0 21
⑧University 64 0 0 0 63
⑨PrivateSchool 58 0 2 0 56
11DisasterRestoration 157 0 0 0 157
12DebtService 1,086 0 3 743 338
Others 608 0 63 0 544
GeneralAccount 9,41] 53 2,273 965 6,120
SpecialAccounts 299 7 ll3 95. 82
Total 9,711 60 2,38i 1,061 6,203
(31)AccountingforLocalGovemmentsandtheSoftBudgetConstraint31
Table2-2TheAdministrativeCostStatementofIwatePrefectureforFY2000(100millionyen)







lAssembly 0 1 0 15
2GeneralAdministration 24 10 7 563
3SocialWelfare 1 5 2 501
4Sanitation
・
2 5 1 212
5LaborAdministration 1 1 1 37
6Agriculture,Forestry,Fisheries71 16 68 1,417
①Agriculture 4 6 1 219
②DairyingandCattle-Breeding 1 1 1 82
③FarmLand 32 2 3 725
④Forestry 22 2 13 260
⑤Fisheries 12 2 48 130
7CommerceandManufacturing 4 1 4 100
8PublicWorks 185 8 447 1,202
①AdministrativeCost 1 3 0 36
②RoadsandBridges 96 2 345 747
③Coasts 59 1 72 216
④Ports 15 0 20 62
⑤CityPlanning 7 0 .0 llO
⑥Housing 4 0 7 29
9Police 2 24 8 329
10Education 29 148 28 1,817
①AdministrativeCost 0 2 0 52
②ElementarySchool 0 58 0 614
③JuniorHighSchool 0 33 0 351
④HighSchool 13 37 12 498
⑤SchoolfortheHandicapped 1 10 2 118
⑥SocialEducation 3 1 3 16
⑦SportsandHealth 0 0 1 24
⑧University 10 3 7 .85
⑨PrivateSchool 0 0 0 56
11DisasterRestoration 5 0 0 163
12DebtService ▲338 0 0 0
.Others 9 0 0 554
GeneralAccount 0 224 571 6,916
SpecialAccounts 0 0 32 ll5
Tota1 0 224 604 7,031























1Assembly . 0 0 0 0 15 99
2GeneralAdministration 52 9 39 7 471 83
3SocialWelfare 12 2 164 32 324 64
4Sanitation 13 6 25 ll 173 81
5LaborAdministration 0 2 18 49 17 47
6Agriculture,Forestry,Fisheries80 5 751 52 585 4]
①Agriculture 2 1 101 46 114 52
②DairyingandCattle-Breeding16 19 34 41 31 38
③FarmLand 35 4 441 60 247 34
④Forestry 23 9 97 37 139 53
⑤Fisheries 2 1 76 58 51 39
.
7CommerceandManufacturing 3 3 21 21 75 75
.
8PublicWorks 80 6 373 31 748 62
①AdministrativeCost 11 31 2 7 22 61
②RoadsandBridges 9 1 207 27 530 71
③Coasts 5 2 81 37 129 59
④Ports 29 46 13 21 20 32
⑤CityPlanning 10 9
'59 53 40 36
⑥Housing 14 48 9 33 5 17
9Police 18 5 10 3 299 90
10Education 77 4 468 25 1,272 69
①AdministrativeCost 18 34 3 7 30 58
②ElementarySchoo1 0 0 259 42 354 57
③JuniorHighSchool 0 0 148 42 203 57
④HighSchool 46 9 14 2 437 87
⑤SchoolfortheHandicapped 0 0 30 25 88 74
⑥SocialEducation 1 7 1 10 13 81
⑦SportsandHealth 0 2 1 4 22 92
⑧University 10 12 0 1 73 86
⑨PrivateSchool 0 0 7 14 48 85
llDisasterRestoration 0 0 ll4 70 48 29
12DebtService 0 一 0 一 0 一
Others 0 0 0 0 554 99
GeneralAccount 340 4 1,987 28 4,588 66
SpecialAccounts 10 9 93 80 11 9



































AllowanceforUnpaidTaxes △87,386 一 〇.2
Depreciation 2,542,777 4.6
①RoadsandBridges 961,368
②Construction 1435115,,
2
0ther
Expenses ③Equipment 55,155
④Vehicles 48,144
・
⑤PaymentbyBeneficiary 42,995
AllowanceforRetirementBenefits 872,840 L6
Tota1 3328231,, 6
TotalExpenses 45880587,, 83.3・
NetSurplus 9192976,, 16.7
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theeffortlevelatwhichnotonlythegovernorbutalsohissubordinateshavechosenon
purposetoimprovetheirservices.Thetargetingratioshouldbeprovided,takinginto
accountthecircumstance<.ofeachlocalgovernment.Fromthispointthelatter(model
①)andmodel③arelessclear.Allwecansuggestisatleastindicatethesecondarynet
surplusaftertheeliminationofgrantsorsubsidiessomewhereatthebottomoftheadmin-
1stratlveCOStstatement.
Onedistinctionthatwecanmakebetweentheadministrativecoststatementof
ShizuokaprefectureandofMusashino-cityiswhetherornottheallowanceispreviously
madeforlossduetounpaidtaxesandfees.Anotherdistinctionishowtheretirement
benefitsarecalculated.WhatMusashino-cityhasadoptedisquitesimilartoprojected
benefitsobligation(PBO),whichtakesintoaccount2%annualincreaseofsalary .Itis
equaltotheaverageretirementbenefitsmultipliedbythetotalemployees.Thereisalsoa
discount,whichrateisfoundedonthatoflongtermnatiOnalbond,namely3%actually.In
thiswaywecanavoidtheoverestimationwhichislikelytohapPeninmodel①.
Furthermore,wemustbecautiousabouttheindicationof"grantallocatedforthelife
timeofassets"intherevenueitem,whenwelookattheadministrativecoststatementof
model①Thenetdepreciationisonlydeterminedbyeliminationofthatrevenuefrom
depreciationindicatedintheexpenseitem.Becausetheacquisitioncostincludesthegrant
fromthecentralgovernment.Itisreallyaperplexingtreatment.
V.ConcludingRemarks
Thesummaryofourargumentsisasfollows.
(1)Anincompletecontractsapproachcreatedtoexplainworkingforcesintheprivate
sectorisalsoapplicabletothepublicsectorwherethesoftbudgetconstraintisdomi-
nant.Theproblemarisingfromitisessentialtothegovernorofalocalgovernment.
Hedoesn'thavemuchincentivetoimproveorrevealhisperformance,sinceabailout
fromthecentralgovernmentisexpected,
(2)Inordert61etthegovernorrevealhisperformance,wefindanex-anteincentivedesign
moreeffective.Thebudgetallowedissupposedtobesub-optimallylowerifhedoesn't
tellthetruth.
(3)Thebalancesheetandinparticulartheadministrativecoststatement,evenifestab-
lishedexpost,canplayanimportantroleindetermininghisoptimalbudget,namely,
hisgrantsorsubsidiesfromthecentralgovernment.Pretendingalowperformerdoes-
n'tgetanywhere,sincehishighersubsidiescoverageistheobjectofthedecrease.
(4)Wecanidentify3types.ofmodelintheadministrativecoststatementsofJapanand
findoneofthernsuitableforthispurpose.
Wehaveproposedasolutiontotheproblemsarisingoutofthesoftbudgetconstraint,
(35)AccountingforLocalGovernmentsandtheSoftBudgetConstraint35
evenifitisnoteasytoputintopractice.Itisdifficulttodecidewhichbudgetisoptimalfor
eachlocalgovernment.Decreasingthebudgetcanalsoleadtoanefficiencylossinlocal
wealthlikedestabilizingtheeconomyandputtinginjeopardytheemploymentofpeople
livingthere,thoughthecentralgovernmentmaybepleasedwiththedecreaseofgrantsor
subsidies,sinceitsuffersfromseriousfinancialloopholes.
Themostimportantthingistocomeupwithabettercriteriononwhichtheevaluation
ofpropergrantsorsubsidiescanbebased.Thefinancialstatementsactuallypreparedfor
localgovernmentsleavealottobedesired.Refinementandsophisticationwillbeneces-
sary.Thatincludesconsolidationandactivitybased-budgetingmeasuresthathavebeen
alreadyintroducedinadvancedcountries.Finallywepresumethroughoutthepaperthat
thecitizensandthecentralgovernmentalwayssharethesame・interest,althoughitisn't
alwaysthecase.Therebyweshouldexploreinourfutureresearchthecaseinwhichthere
isaconflictofinterestbetweenthem.
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